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Dr. Carrillo Flores, in his address at the opening ses- 
sion of the Annual Meetings of the Fund and the Inter- 
national Bank, first extended a special greeting to the 
He then 
introduced his remarks by stating that the Meetings 


two new members, Argentina and Viet-Nam. 


were concerned primarily with the work of the Fund 
and the Bank. 

It is our purpose to review their recent achievements 
and progress and to exchange views in the light of the 
We have en- 


trusted broad responsibilities to these two institutions 


current situation throughout the world. 


created under the inspiration of a noble purpose: to 
increase effectively such international economic coopera- 
tion as will contribute to make fruitful, within a frame- 
work of justice, order, and friendship, the efforts which 
each of our countries is making to increase its general 
standard of living. 

The Annual Meetings of the Fund and the Bank make 
a twofold contribution toward that high purpose. First, 
they enable our Executive Boards and Managements to 
gain a better understanding of the thinking of member 
governments. And secondly, we Governors are able to 
renew our personal contacts, and draw fresh impressions 
from one another and from our Fund and Bank Manage- 
ments, on policies designed to advance the objectives of 
our two institutions. 

More than a decade has passed since the Fund and the 
Bank were established—sufficient time to test the strength 
and vitality of these two leading international organiza- 
tions. The principles embodied in the two founding 
Agreements remain valid and workable, despite the dif- 
ficulties which had to be overcome. At the same time, 
experience has shown that these institutions, born out 
of agreements reached by countries with different back- 
grounds, can put these principles fully into practice only 
when they are adapted to the various political, social, 
and economic conditions prevailing in different areas of 
the world. The Fund and the Bank have learned to take 
their members as they are. As a result, we have observed 
an increasing capacity on the part of the Fund and Bank 
to conduct their business with flexibility and realism, 
bringing in turn greater and greater activity and effec- 
tiveness. 


Recent years have shown a marked improvement in 
the world economy. Almost everywhere, production and 
productivity are higher, while international trade and 
investment flow with more freedom and in greater vol- 
ume. The world has recovered substantially from its 
heavy dependence upon emergency programs of foreign 
aid. Consequently, standards of living are rising, though 
we must admit not as rapidly nor as universally as we 
would like. A few countries have progressed rapidly, but 
the great majority have advanced slowly. The headway 
made by the more developed countries over the less 
developed countries has become more pronounced. In 
Mexico the percentage: gain has been satisfactory, owing 
mainly to the prevailing atmosphere of fruitful work 
brought about by the political, economic, and social 
reform which we call the Mexican Revolution. We 
started, however, from a low level, and the majority of 
our people do not yet enjoy an income sufficient to af- 
ford them the necessities and amenities of life, which 
present-day civilization should give to mankind. 

In the developed economies of the United States, West- 
ern Europe, and the British Commonwealth, 500 million 
people produce each year goods and services valued at 
more than $700 billion; while in a group of less developed 
economies, 1,200 million people produce goods and 
services valued at only $150 billion. In other words, the 
per capita production in the industrialized nations is 
more than ten times that in the nonindustrialized nations. 

In 1955, world trade reached $82 billion, 150 per cent 
of the highest prewar level. This figure is gratifying. 
Yet, it is discouraging that purchases of primary products 
by industrialized countries from supplying nations in- 
creased by only one third of the gain in trade between 
industrialized countries. This situation has deep sig- 
nificance if we consider the point brought out in the 
Fund’s Report that any decrease in the rate of world-wide 
growth will reduce prices and markets for primary goods. 
Hence, we should not take for granted that, because there 
is a high level of world production and employment, all 
countries will share equally in the prosperity. Funda- 
mentally, it is essential to attain a fairer distribution of 
the benefits of trade among producing countries. Mexico 
believes that, for the world as a whole, mere expansion 
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cannot, and should not, be the goal; we must all strive 
in both the domestic and the international field so that 
the primary producing countries may share more in the 
world’s economic growth. 

Many countries continue to be vulnerable to the evil 
effects of price fluctuations in their main exports. Coun- 
tries that produce primary products are necessarily con- 
cerned at the accumulation of surpluses in various parts 
of the world. Since world demand for primary goods is 
fairly rigid, the more developed countries would make a 
great contribution to world-wide prosperity and well- 
being if they would dispose of their surpluses of such 
products in a manner which would not impair the less 
developed countries’ access to world markets. After all, 
the less developed countries have, with great effort, been 
increasing their exportable output. In the last analysis, 
the highly industrialized countries would profit, because 
the less developed countries spend their earnings from 
exports of primary goods on the purchase of capital and 
consumer goods, the production of which requires highly 
skilled and highly paid labor. 

Many of both the industrial and the nonindustrial 
countries are entering a new era of monetary stability. 
However, inflationary pressures continue and are a con- 
stant source of worry. We must emphasize the continued 
need for following sound monetary and fiscal policies. 

Much has been accomplished with the aid of the Fund 
in improving the international exchange system. Un- 
doubtedly, we have made progress on the road to multi- 
lateral trade and exchange convertibility. The gradual 
liberation of sterling, the deutsche mark, and other Euro- 
pean currencies has taken place, supported by flexible 
monetary policies. In the Far East, Japan has given a 
remarkable demonstration of the value of a firm mone- 
tary policy designed to stabilize international payments. 
Among our Latin American members, there has been a 
general and healthy trend toward more realistic foreign 
exchange structures, and less reliance on restrictions and 
multiple rates. In the field of my own personal experi- 
ence, | may point out that in my country, with the help 
of a prudent fiscal and monetary policy, there has been a 
satisfactory period of expanding national income and 
increasing investment, while, at the same time, our foreign 
exchange and gold reserves have risen to the highest 
mark in our history. 

In many of these efforts, the Fund has played an active 
advisory role. Despite the adverse conditions of past 
years, the Fund has continued to strive for freer foreign 


exchange practices in international transactions. Its 


efforts have begun to bear fruit, and it can be gratified 
with the remarkable liberalization which has taken place 


in international payments. I am confident that we shall 
see further progress in this field—progress which will be 
made easier by our greater use of the Fund's facilities 


for consultation and technical advice. 


As a result of study and experience, the Fund’s policies 
have been adapted to bringing its resources to bear in a 
wide variety of payments problems. We have seen this 
demonstrated in the last few months in the Fund’s 
arrangements with Burma, Chile, and Peru. Our further 
progress toward a multilateral payments system may well 
bring additional occasions for operations of the Fund 
that will promote this effort. 

It is also gratifying to note that some members have 
recently taken steps to obtain quotas in the Fund that 
are larger and more adequate to their expanding econ- 
omies. The Fund has demonstrated confidence in the 
economies of its member countries, as shown by its 
financial transactions. And these countries, in turn, 
have demonstrated that they are worthy of this confi- 
dence. They have already repaid more than $1 billion 
in gold and U.S. dollars of the $1.3 billion they obtained 
through their transactions with the Fund. We may well 
feel confident that the resources of the Fund are now 
available, under more flexible terms and in greater 
amounts, for the purpose of overcoming problems of 
foreign exchange among member countries. 

I should like at this point to turn to the Bank. It was 
the Bank’s good fortune to have its initial years coin- 
cide with the advent of a growing conviction among 
nations that economic development had to be actively 
promoted—an opportunity and a challenge which have 
been accepted by the Bank and so competently handled 
that the Bank has become an outstanding institution. 
The Bank’s operations already constitute one of the 
strongest pillars of international cooperation. 

During its ten years of activity, the Bank has devel- 
oped new techniques of cooperation. It has employed, 
in international development loans, large capital re- 
sources which would otherwise not have been so used. 
lt has spread knowledge and techniques of the best ways 
of preparing and executing programs of economic im- 
provement. The Bank has participated in approximately 
500 projects in 42 countries and has lent almost $2.75 
billion in various currencies. During the past year of 
operations which we are reviewing, the Bank maintained 
the rapid pace of the preceding year. It granted more 
loans, and it lent almost as much money as in the fiscal 
year 1954-55. It continued its success in interesting 
private investors in its loans, notwithstanding money 
market conditions well known to all of us. Furthermore, 
it has steadily increased its uses of currencies other 
than the U.S. dollar. 

At our Annual Meetings, we have frequently heard 
from the President of the Bank of the importance of the 
availability to the Bank of the 18 per cent capital sub- 
scriptions of its member countries. Some encouraging 
progress has been made; but we are far from the maxi- 
mum support that member countries can extend within 


the possibilities of their economies. Mexico's 18 per cent 
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subscription amounts to the equivalent of $11.7 million, 
of which Mexico has already released a certain amount. 
As a further measure of support to the Bank, I wish to 
announce that my Government has decided to release the 
whole of the remaining 18 per cent, chiefly in order to 
facilitate lending operations with our sister republics of 
Central America. While two thirds at least is therefore 
to be used for disbursement to borrowers making pay- 
ment for Mexican goods and services, one third may be 
used for purchases in any country. With this action goes 
our hope that in the near future there will be a greater 
liberation of funds by other member countries, to the 
extent that their balances of payments may permit. 


Foreign financial cooperation is an important com- 
plement to domestic resources. While it may bring great 
benefits, it must be remembered that true national pros- 
perity everywhere can result only from the work and 
effort of the people of each country. In Mexico, for 
example, loans from the Bank have aided in doubling 
the capacity for generating electric power. The Bank’s 
three loans to Mexico for this purpose, totaling $80 mil- 
lion, have contributed toward financing the generating 
of 800,000 kilowatts. The further loan of $61 million 
granted to the Pacific Railroad—the largest single loan 
so far granted in Latin America—is now financing the 
expenses in foreign currency of the rehabilitation of this 
railway which serves Mexico’s northwest. Because of this, 
and of government investments in irrigation and the hard 
work of its people, economic development in that area in 
the last few years has been extraordinary. 


As the representative of a country in the process of 
development, | recall that at Bretton Woods all nations 
were agreed that the primary task of the Bank was to 
channel resources toward reconstruction and develop- 
ment in those fields where private capital alone was 
unable to do the job. Mexico knows that balanced 
economic development at a rapid rate, and the consequent 
higher standard of living, depend largely upon providing 
private capital with favorable opportunities for invest- 
ment in conformity with our laws and our institutions. 


In my country, this policy has recently been emphasized 
by the Chief of State. 


Private capital alone, however, is not sufficient. There 
are tasks which it cannot accomplish. Experience shows 
that private investment is encouraged more where public 
investment has already provided certain facilities, such 
as public utilities, irrigation works, ports, and highways. 
In other words, a proper public investment, far from 
reducing the inducement for private investment, really 
provides bigger and better opportunities. I want to 
assure my friends in the Bank that in Mexico there is no 
dilemma between private and public investment. They 
follow parallel roads, and both are contributing—as 
demonstrated by the facts—toward increasing productiv- 
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ity and a higher standard of living. In the final analysis, 
these are the best guarantees of freedom and democracy. 


Obviously, the financing of public investment must be 
made by each country with its own resources. However, 
we believe that if a country demonstrates its ability to 
assume new obligations, the Bank should respond by 
showing greater flexibility in its financing. The Bank 
has had no defaults in its loans and has been successful 
in recovering its money. It should therefore consider 
not only the immediate requirements of exchange for the 
direct purchase of foreign equipment, materials, and 
services, but also the indirect foreign exchange needs 
induced by domestic currency expenditures related to 
development projects and programs. 

The Bank’s task is to complement insufficient savings, 
and this insufficiency is independent of the particular 
currency in which it is expressed. For this reason, the 
Finance Ministers of the 21 members of the Organization 
of American States who met at Rio de Janeiro in Novem- 
ber 1954 made a recommendation to the Bank that, in 
justifiable cases, it should accept applications for financ- 
ing not only foreign exchange needs, but also expenses 
incurred in local currency. Private banks in the United 
States and Europe are making this type of loan, and 
their experience has been satisfactory. I am certain that 
the International Bank would fare likewise. 


We share the Bank’s concern over medium-term loans 
granted by suppliers, who work under increasing com- 
petition in the capital goods market. The magnitude of 
obligations incurred in foreign currency, both for short 
and medium terms, reduces the capacity to assume long- 
term obligations, which are the most appropriate for 
large-scale development projects. Yet it is only fair to 
concede that some countries have accepted such credits 
because of the increasingly favorable conditions on which 
they are offered and because it was the only way, at the 
time, to finance projects which were urgently needed. 
The remedy is to be found in more flexible forms of 
operation and in larger credits. 


I wish to make clear that, when | speak of flexibility, 
I am not advocating abandonment of the principles which 
the Bank must uphold if it is to serve and protect the 
public which, throughout the world, has entrusted its 
savings to the Bank. Mexico has invested a modest, but 
nevertheless important, portion of its reserves in the 
World Bank’s capital and bonds and, like other investors, 
wants the Bank to make sound loans. 


Perhaps the most characteristic fact of our times is 
that economic development almost overnight has become 
the goal and ambition of millions of people. The needs 
which this desire creates are immense; they are urgent 
everywhere, and they cannot be postponed. The Bank 
cannot meet all needs, but it can do, as it has already 
done, a great deal. Yet, neither the Bank nor its mem- 
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bers can pause for self-congratulation or rest on past 
achievements. In numerous countries, the task of eco- 
nomic development has barely begun. 


The efficient operation of the Fund and Bank has been 
due to a great extent to the character and ability of 
Mr. Eugene R. Black, President of the Bank, and of 
Mr. Ivar Rooth, Managing Director of the Fund. I am 
certain that many Governors, from their year-round 
dealings with the heads of our Institutions, are keenly 
aware of the extent to which the success of the Fund and 
the Bank is due to their leadership. The Governors join 
me in extending to them our sincere and cordial con- 


gratulations. 
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As a closing remark, I wish to urge that, as we all 
discuss our common problems, we bring to bear a 
genuinely enlightened approach which, while taking into 
account our domestic interests and aspirations, recog- 
nizes that in part our true national interests lie in effec- 
tive international accomplishment. Let us listen with 
close attention and with good will to what each has to 
say. In this assembly of 60 nations, it is inevitable that 
not everyone can be satisfied. Nevertheless, unanimously 
and in all fairness, we must concede that the progress 
achieved has been great. We all have a right to expect 
even greater progress in the future. 


September 24, 1956 


Address by Ivar Rooth, Managing Director of the Fund 


In presenting the Annual Report, I want to supplement 
it with my own discussion of the work of the Fund—not 
only what it has already done in the first ten years of its 
operations, but what it can still do to help its members 
to meet the problems that confront them. In a dynamic 
world economy, these problems cannot be the same now 
as they were ten years ago; they will not be the same 
ten years hence as they are today. 


Postwar reconstruction 


For a great part of the past ten years, many members 
of the Fund have been primarily concerned with prob- 
lems of reconstruction and recovery. The early postwar 
economic difficulties arose from the fact that production 
in countries adversely affected by the war was not ade- 
quate to maintain a tolerable standard of living and at 
the same time to provide the real resources necessary 
for reconstruction. The attempt to meet such expectations 
of increased consumption and investment inevitably led 
to inflationary pressures, intensified by the easy money 
policy which was a remnant of war finance. The addi- 


tional 


resources for reconstruction 


necessary were 
acquired through the large excess of imports in the 
early postwar years. The balance of payments deficits 
that this entailed were met by drawing down reserves 
and by aid from the United States and other countries. 

It is not possible to set any precise time for the com- 
pletion of reconstruction, but a significant change in the 
world economic situation was evident by 1950. By that 
time many countries were more and more placing devel- 
opment in the forefront of their economic programs. In 
most of Europe, both production and trade were greater 
than before the war. It was more difficult and it took 
longer to’ restore the economy of countries in the Far 
East. In a few countries, production and trade are still 
below the prewar level; but this deficiency is being rap- 
idly remedied. Even in countries outside the areas of 
active warfare, as in Latin America, the attempt to offset 
quickly the investment deficiencies of the war period 


resulted in inflation and large payments deficits. But 


inflationary reduced with the 


restoration of production, the moderation of investment, 


pressures were greatly 


and the revival of flexible monetary policy. Countries 
found that they could deal with their payments difficul- 
ties as ordinary economic problems that could be met 
through fiscal and credit policy. 

An important objective of the Fund during the recon- 
struction period was to minimize exchange disorders in 
a world of large payments deficits, inconvertible curren- 
cies, and persistent inflation. In the field of monetary 
policy, the Fund was among the first to present the pay- 
ments problem as one aspect of the economic disorder 
that grows out of inflation. When the period of recon- 
struction was drawing to an end, our Annual Report for 
1949 discussed the need for devaluation as part of a 
program to strengthen international payments and to 
restore international balance. In September 1949, coun- 
tries accounting for two thirds of world trade devalued 


their currencies to reflect the far-reaching changes that 


had taken place in the world economy during and after 
the war. On this and on other occasions, the Fund has 
made it clear that it does not stand for rigid exchange 
rates, but for orderly changes in parities when they 
become necessary. 

The Fund began exchange operations very early in the 
reconstruction period. The Executive Directors were 
aware that this involved risks; but they believed that 
it was necessary for the Fund to assume these risks. 
The nearly $800 million of exchange provided by the 
Fund from 1947 to 1949 was small compared with either 
the problems to be met or the aid provided by the United 
States and other countries. The Fund’s help came, how- 
ever, at an opportune time, after reserves had been drawn 
down to very low levels and before aid on a massive 
scale became available in 1948 through the Marshall Plan 
and later in other forms. 


Recovery and development 


The mere attainment of the prewar volume of produc- 
tion and trade could not be regarded as satisfactory. A 
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great expansion in production and exports was necessary 
to enable the industrial countries to put their economies 
on a self-sustaining basis and to establish a better bal- 
anced payments position. For many less developed coun- 
tries, the basic problem was even more difficult. For 
them a large increase in output was necessary to main- 
tain minimum consumption standards for their growing 
populations and to provide savings to develop the econ- 
omy. In this task of recovery and development, great 
progress has been made, despite the handicaps imposed 
by sporadic war and large defense expenditures. 

In the past few years, production has expanded rap- 
idly. Most industrial countries have overcome the ad- 
verse effects on production which had been left by the 
war. In many less developed countries, the economy has 
begun to acquire a momentum that should facilitate 
future growth. There has also been a striking recovery 
in trade and in the reserves of many countries. The 
value of world trade has increased by about 60 per cent 
since 1950. For several years, the payments of the rest 
of the world with the United States have been in surplus 
if receipts from U.S. aid are included. Since 1950, the 
gold and dollar reserves of the rest of the world have 
increased by more than $10 billion. It should be borne 
in mind, however, that extraordinary U.S. Government 
financing may not continue indefinitely, and that despite 
the increase in gold and dollar holdings, the reserves of 
some countries are still inadequate. 

Much of the improvement in world payments has been 
the result of financial policies that have minimized but 
not entirely removed the danger of inflation. In some 
countries in all parts of the world, government and 
private expenditures on investment are still in excess of 
their own savings and the capital inflow from other coun- 
tries. In many countries, the increase in wages has been 
exceeding the increase in productivity. Nevertheless, the 
problem of inflation is of a different order from that of 
the early postwar years. The danger now is not one of 
runaway inflation, but of a persistent rise in prices and 
costs. There may continue to be pressure for more 
investment or more consumption, but the solution of 
these basic problems cannot be found in inflation. 

The Fund has always placed great stress on the role 
of a flexible financial policy in dealing with payments 
difficulties as they emerge. The Fund has made special 
efforts to encourage a policy of development with sta- 
bility. Although aware of the need for sound financial 
policies, many less developed countries seem unable to 
resist the temptation to finance development with bank 
credit when their own savings and the flow of capital 
from abroad are not adequate for urgent requirements. 
Such a policy is self-destructive. It destroys the incen- 
tive to save and the ability to attract foreign capital, both 
of which ultimately depend upon the adoption of policies 
that create confidence, 


Current economic problems 


This brief survey of the postwar period is intended to 
emphasize the vast changes that have taken place during 
the last ten years. The economic problems with which 
members of the Fund are confronted are, with few 
exceptions, no longer those arising from the destruction 
and disruption caused by the war. The world economy is 
stronger and better balanced now than in the years 
before the war. Economic growth and development in the 
next decade may be far beyond the hopes of the last 
generation, if a peaceful environment can be created 
and arms expenditure reduced. Even under present con- 
ditions, production will probably grow at a satisfactory 
rate in the industrial countries and may be accelerated 
in many of the less developed countries. 


While the expansion of production and trade has been 
interrupted for brief periods from time to time, the 
danger of deep and prolonged depression has so far 
been averted. At the end of last year, there was a pause 
in the growth of industrial production in the United 
States and Canada and in nearly all countries in Western 
Europe. There has been no recession in any of these 
countries, and in several, the expansion of industrial 
production has been resumed. World trade has not been 
affected by the slowing down of industrial production. 
In fact, the expansion of world trade has been an im- 
portant element of economic strength during recent 
months. It is, however, regrettable that in many coun- 
tries there has recently been increasing group pressure 
for protection in various forms, and that the tendency 
toward free trade is not so strong as it was some years 
ago. 

The effect of economic fluctuations on international 
payments is especially significant to raw material export- 
ing countries. Generally speaking, changes in industrial 
production are accompanied by changes in the volume of 
raw material exports and in their prices. For countries 
whose foreign exchange receipts depend upon exports of 
a few sensitive raw materials, sharp fluctuations in world 
markets for their products may impede their efforts to 
secure orderly development of the economy and a rise 
in the standard of living. 


The position of these countries may also be affected by 


sudden changes in the policies of countries that import 
or export raw materials on a large scale. The disposal 
of surplus commodities by one country may disturb the 
normal markets of other countries. Similarly, sudden 
changes in the stockpiling of strategic materials are also 
unsettling to commodity markets. 

Fluctuations in international markets for raw mate- 
rials would subside to some extent if international ten- 
sions were reduced. In any case, much can be done to 
alleviate the effects of fluctuations in the exchange 
receipts of raw material exporting countries without 
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entering into commodity stabilization agreements. This 
would involve the accumulation of gold and foreign 
exchange reserves during periods of high export earn- 
ings, to be drawn upon when prices are low and the 
export proceeds of a country are falling. In such situa- 
tions, it is reasonable for the Fund to be liberal with 
drawings, provided the member is following good poli- 
cies and thus will be able to repay the Fund and rebuild 
its reserves when commodity markets improve. This is 
not the whole solution to the problems arising from fluc- 
tuation in raw material markets, but the Fund could be 
of material assistance in minimizing the adverse effects 
of a sudden fall in foreign exchange receipts. The tend- 
ency in some countries to import certain commodities 
as a reserve against crop failures or shortages should also 
prove to be a step in the direction of greater stability. 

The real threat to the payments position of most coun- 
tries at present does not arise, however, from economic 
fluctuations abroad. It arises rather from tendencies 
toward a persistent price and cost inflation which orig- 
inate in excessive public and private expenditure for 
consumption and investment, and in an increase in money 
incomes that exceeds the increase in productivity. This 
threat to monetary stability is not necessarily confined to 
countries with payments difficulties. The world is con- 
fronted with a challenging problem—to reconcile devel- 
opment and full employment with monetary stability in 
a political environment which is still uncertain. The 
solution of this problem calls for statesmanship of a 
high order in all sectors of economic and financial policy. 

There is one field in which current practice has not 
always been sufficiently adjusted to changes in economic 
conditions. The Fund Agreement provides that five years 
after the Fund begins operations and in each year there- 
after any member still retaining restrictions under the 
provisions of the transitional period must consult with 
the Fund as to their further retention. Since 1952, the 
Fund has accordingly been holding annual consultations 
on the exchange restrictions still maintained under the 
provisions of the transitional period. In these consulta- 
tions the Fund has stressed the importance of the relaxa- 
tion of exchange restrictions as the payments positions of 
its members improve. 

In fact, there has been a considerable relaxation of 
exchange restrictions in recent years. Even where the 
legislation authorizing exchange controls has not been 
modified to any great extent, the actual restrictiveness 
of the controls has been reduced by more liberal licens- 
ing policies. In some countries, exchange controls are 
now more or less nominal, retained for possible need in 
the future. The experience nearly- everywhere has been 
that, once restrictions are relaxed, the exchange authori- 
ties are reluctant to reimpose them. 

The ultimate elimination of all restrictions and dis- 
criminations involves the establishment of convertibility, 
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particularly of the currencies of the great trading coun- 
tries. The convertibility of sterling, one of the two prin- 
cipal reserve currencies, is clearly of strategic impor- 
tance. Although their currencies remain inconvertible, 
the United Kingdom and most of the countries in West- 
ern Europe have made them transferable over a wide 
area. This extension of transferability is still going on, 
and it has resulted in a steady approach toward the 
equivalence of these currencies and dollars. 

As a consequence of wider transferability, some of the 
practices associated with inconvertibility are being mod- 
erated. Bilateralism has been substantially reduced dur- 
ing the past year or two. As progress in this direction 
continues, the patterns of multilateral trade that evolve 
will more nearly approximate those that would prevail 
under convertible currencies. Progress has also been 
made toward reducing the dollar import discriminations, 
which are a practical consequence of inconvertibility. 
In some countries, dollar discrimination is now negli- 
gible or nonexistent. What remains today is relatively 
small in comparison with such discrimination five years 
ago. 

The problem of convertibility is not merely a legal 
problem. What matters most is that countries earning 
any currency should be able to use their receipts to buy 
imports from any country and to make payments in any 
currency. The practical problem is to find the means to 
move gradually from the transitional arrangements under 
inconvertibility to full-scale convertibility without risk- 
ing the progress already made in strengthening the pat- 
tern of world payments. 


The task of the Fund 


The Fund is prepared to help its members to deal 
with the payments problems that will arise in an expand- 
ing world economy. Although temporary setbacks may 


be unavoidable from time to time, progress in relaxing 
restrictions and discriminations should be accelerated as 
exports become large and deficits become relatively 


small. The Fund Agreement recognizes that general use 
of exchange restrictions may be necessary at a time of 
world-wide payments difficulties. Once these difficulties 
have been met, it is contemplated that members will 
secure Fund approval for the temporary retention or 
imposition of such specific restrictions as are or may 
become necessary. Restrictions and discriminations can- 
not be regarded as a substitute for financial policy in 
dealing with underlying payments problems, or as a 
substitute for use of reserves and credits from the Fund 
in dealing with temporary payments difficulties. 

Our members have shown that they regard drawings 
on the Fund as equivalent to the use of their own reserves 
—to be drawn as needed and to be replenished when the 
need has passed. Progress has been made in recent years 
in giving members greater assurance that they can count 
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on help from the Fund to meet temporary balance of 
payments difficulties. Our members have, as you know, 
practically complete freedom to draw the equivalent of 
their gold subscription to the Fund, what we call the 
gold tranche. As has been said in the Annual Reports 
for 1955 and 1956, our attitude is liberal toward drawings 
in the first credit tranche, that is, for Fund holdings of 
a currency of 100 per cent to 125 per cent of the quota. 
Members should have no doubt that, given the need and 
justification, drawings on subsequent tranches will be 
permitted. 

During the past three years, eight exchange transac- 
tions and four stand-by agreements have been for amounts 
in excess of the 25 per cent of quota originally mentioned 
in the Articles of Agreement as the normal limit; the 
Fund has waived this limitation in each of these cases. 
The comparatively frequent use of the waiver has shown 
that drawings in excess of quota limitations are not to be 
regarded as something so exceptional as to be of little 
practical importance to members. The Fund and its mem- 
bers understand now much better the manner in which as- 
sistance from the Fund can be integrated with the use of 
their own reserves. I am confident that the resources of 
the Fund will be used to an increasing extent and that 
they thus will become an even more important addition 
to the reserves available to its members than they have 
been in the past. 

I believe that there has been a steady strengthening 
of the mutual confidence between the Fund and its mem- 
bers. An increasing number of our members have come, 
and will probably continue to come, to us for advice and 
assistance on a whole range of problems. It is the hope 
of the Fund that more determined efforts will be made 
by its members to stabilize their economies and to put 
into effect the fair exchange practices for which the 
Fund stands. Members, in turn, will need and will be 
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able to obtain more assistance from the Fund, both tech- 
nical and financial. If they were to approach the Fund 
confidentially and in good time, it would often be easier 
to work out a reasonable and helpful solution to their 
problems. The Fund has sometimes been confronted with 
measures on which a decision had to be taken within 
a few days, without sufficient information and to which, 
therefore, the Fund could not give adequate consideration. 


The objectives of the Fund will be achieved only if its 
members are prepared to pursue financial policies that 
are consistent with the maintenance of a balanced pay- 
ments position. Even large reserves and generous as- 
sistance from the Fund and others can, in the end, not 
prevent balance of payments difficulties in a country that 
does not act effectively to prevent price and cost inflation. 
On the other hand, a country that pursues sound policies 
will find that it can deal with the payments difficulties 
that arise, relying on the use of its own reserves and 
assistance from the Fund. The greatest contribution that 
members can make to their own well-being is to direct 
their financial and monetary policies to internal stability 
and external balance. 


With this Annual Meeting, I bring to a close my five 
years of service in the Fund. It has been a stimulating 
experience to work with the officials of our members and 
the distinguished men on the Board of Governors. I 
want to express my appreciation for the loyal and devoted 
efforts of my associates on the Executive Board and my 
colleagues on the staff. I welcome my successor, my 
fellow countryman and friend, Dr. Per Jacobsson, and I 
leave the Fund with my best wishes for all who will guide 
it in the years to come. I have faith in the efficacy of 
international monetary cooperation and in the successful 
collaboration of the Fund and its members. 


September 24, 1956 


Address by Eugene R. Black, President of the International Bank 


In the year covered in the Annual Report before you, 
World Bank lending was maintained at a high level. 
Almost $400 million was lent out in 26 loans to 20 differ- 
ent countries or territories. For the first time, more 
lending was done in Asia than in any other continent. 
More than a quarter of the year’s lending was accounted 
the Kariba 
Gorge power project in the Federation of Rhodesia and 
Nyasaland, and the expansion program at the great Tata 
steel works in India. The Kariba project is the largest 
single project in which the Bank has invested. The Tata 
loan is the largest investment we have made in any 


for by two very large development projects 


industrial project, as well as our largest single invest- 
ment in Asia. 
In the year under review, the Bank made more loans— 


26—than in any previous year. In about half the cases, 
the loan made this year was one of a series made over a 
number of years in support of the development of some 
particular segment of a member country’s economy 
roads in Colombia, power in Finland and Uruguay, rail- 
ways in Thailand and South Africa, for example. During 
the year, five member countries borrowed from the Bank 
for the first time—Burma, Guatemala, Haiti, Honduras, 
and Lebanon. 


The general rise in money rates in the world’s major 
capital markets was a striking feature of the past year, 
and it was reflected in Bank operations. As a conse- 
quence, interest rates on Bank loans were raised toward 


the end of the fiscal year, and sales to private investors 
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of parts of Bank loans fell to about three quarters of 
the 1954-55 figure. 

The Bank’s only borrowing transactions in the year 
under review were a bond issue floated in the Nether- 
lands last summer and one floated in Switzerland last fall. 
In addition to the new Swiss borrowing of which the 
Governors have already had particulars, | can announce 
to you that we have just completed arranging the private 
sale, entirely outside the United States, of a $75 million 
two year issue of 31% per cent dollar bonds to purchasers 
in 22 different countries. These transactions give a con- 
tinuing demonstration of the wide international base on 
which the Bank is able to conduct its financial operations. 

Member countries in the last fiscal year released nearly 
three times as much of their 18 per cent capital subscrip- 
tions as they did in 1954-55. This is encouraging. I am 
especially gratified by the announcement yesterday by 
our Chairman, Dr. Antonio Carrillo Flores, that Mexico 
has placed at the disposal of the Bank the entire remain- 
ing unreleased balance of the Mexican 18 per cent. In 
particular, I welcome the fact that one third of the amount 
of this release will be on a fully convertible basis and 
available to finance purchases by any Bank borrower in 
any supplying country. This is the first convertible 
release of 18 per cent made by any of our Latin American 
member countries, and | hope that this valuable mani- 
festation of support for the Bank by Mexico will encour- 
age more of our member Governments—not only in 
Latin America but elsewhere—to make their 18 per cent 
capital freely available to us. We still have a long way 
to go before the Bank receives its due in this respect. 
In particular, more than half the amounts of the 18 per 
cent capital subscriptions of European members are still 
frozen or so tied with restrictions as to be virtually use- 
less to the Bank. I submit that in denying the Bank the 


full use of these subscriptions many members are lagging 


behind events in their own economies. I again want to 
urge them to catch up with the times. We cannot make 
our maximum contribution unless we have access to this 
[8 per cent capital. 

The financial results of the year set a record. The net 
income of the Bank was $29.2 million, up $4.5 million 
from 1954-55. Net income has increased in each of the 
past nine years, and we have built up total reserves of 
$228 million. 

Nonlending activities of the Bank also continued to 
expand during the year. The second course at our Eco- 
nomic Development Institute starts next week, and I am 
glad to say we have been able this year to accept a larger 
number of candidates from member countries. I am also 
glad to report that the Ford and Rockefeller Foundations 
have agreed to continue their financial help to the Insti- 
tute through 1958. Accordingly, we have scheduled a 
third course to begin in the fall of 1957, and I urge all 
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those member countries with interested candidates to get 
their applications in as soon as possible. 

In July, the International Finance Corporation came 
into being. The birth of the IFC has led to some impor- 
tant changes in the Bank’s management—changes which 
are designed to equip us for a future which I hope will 
offer increasing opportunities for the Bank to contribute 
to world development. 

Last June, when we closed the books on ten years of 
operations, I could not help thinking that the Bank had 
come a long way since the architects drew up the plans 
at Bretton Woods. 


reconstruction and development projects in 42 different 


We have had a hand in some 500 


countries since we started business. We have lent almost 
$2.75 billion and sold more than $1 billion worth of 
Bank bonds. 

To the men and women who made this record—pro- 
fessional and nonprofessional, in every grade and in 
every position—I want to pay a tribute today, for the 
Bank staff is the one indispensable asset which never 
appears on the balance sheet or in the Annual Report. 
Our professional staff numbers 235, and of these, a large 
percentage are making the Bank a career. Sixty per cent 
have been with the Bank more than half its life. All of 
our department heads have come up through the ranks. 

As a matter of policy we have not followed any special 
pattern of geographical representation in recruiting for 
the Bank. We need trained people, willing and able to 
adapt their training to the problems of development 
finance. But many of our member countries need such 
people more urgently even than we do. Yet the staff has 
been recruited from 37 different countries, representing 
all the major cultures in the world. Despite widely 
diverse national backgrounds, these men and women have 
developed an international consciousness which has en- 
abled them to operate as one of the most harmonious 
teams with which it has ever been my privilege to serve. 

The requirements for a successful Bank officer are 
exacting. In whatever function he may be employed, he 
must be versatile. He must be thoroughly conversant 
with the countries he is working on—with the economic 
and political background of the local scene. He must be 
able to judge the technical and economic worth of a 
project by itself and against the background of a nation’s 
whole economy. He must be able to negotiate—to per- 
suade and convince the people with whom he deals. 

These requirements rarely, if ever, come ready made. 
While we choose men and women with specialized back- 
grounds for work in the Bank, we also insist on men 
and women with a capacity to adapt their backgrounds 
to a new kind of profession—the practitioner of inter- 
and I think I am justified 
in using the word “profession” in talking about the 


national development finance 


Bank’s work. To be sure, our profession is still in its 
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infancy; our knowledge is still fragmentary and we are 
constantly adding to our techniques. But the men and 
women who are growing in experience with the Bank are 
developing unique skills in dealing with an area of 
problems which are certain to be with the world, possibly 
for generations to come. 


I would also like to pay tribute to one man in particular 
who has left his mark on Bank operations. Mr. Robert 
L. Garner has left us after 91% years as Vice President of 
the Bank, to head the International Finance Corporation. 
I think it is fitting to point out the great debt we owe 
to him. When Mr. Garner joined the Bank in February 
of 1947, he and the staff faced a formidable list of 
unanswered questions. The Bank had made no loans; 
no method had yet been worked out for negotiating loans. 
There were no standards set, no operating procedures. 
Such questions as interest rates and commitment charges 
were still up in the air. Formulating procedures for loan 
disbursement and administration still lay ahead. 


As much as anyone Mr. Garner made the Bank work. 
He constantly steered the Bank toward concrete, achiev- 
able objectives. He always insisted on establishing 
standards in Bank operations which would attract and 
keep the confidence of the skeptical private investor 
whether a potential bondholder or a potential partner 
in our lending. Above all, he inspired the staff to work 
together as a team, striving to see that judgments arrived 
at were balanced judgments to which all had made their 
contribution. At every turn I relied heavily on Mr. 
Garner's advice and cooperation. I look back on my 
association with him as one of the most pleasant and 
productive in my career. I am happy to know that in the 
future he will be just around the corner, devoting his 
outstanding creative energies to the International Finance 
Corporation. 

In my remaining time today I want to look ahead. I 
want to talk about the less developed countries, not just 
because they hold the key to the Bank’s future, but 
because I am convinced they will determine in large part 
the future of the world. I think it is clear that a great 
transformation is going on in these countries—a trans- 
formation which historians may well regard as the most 
significant fact of the twentieth century. This transfor 
mation had its beginning more than two centuries ago, 
when the first western traders and colonizers set out to 
discover new lands and new markets. Over the decades, 
these traders and colonizers had a tremendous impact on 


the ancient societies of Asia, Africa, and Latin America. 


They set in motion currents of change among people who 


for the most part had not experienced change for 
centuries. These ancient societies were rich in tradition 
and set in their social ways from time immemorial. The 
great mass of their peoples were poor in the material 


things of life; their economies were primitive and static. 
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Secular nationalism was a foreign idea to most of them. 
But constant and increasing contact with the West and 
its standard of living, and with the steadily growing 
wonders of modern technology, aroused more and more 
millions to improve their traditional lot. 

In the past 15 years, more than half a billion people 
in Asia and Africa have gained their national inde- 
pendence. But the fact of national independence has not 
yet brought the human betterment which the people of 
the less developed countries so urgently need and desire. 
That challenge still lies ahead. And I doubt whether any 
group of leaders in history has faced any more difficult 
or exacting challenge. 

Economic development is a fickle process. It creates 
new problems even as it solves old ones; it satisfies 
immediate demands only to create new and larger de- 
mands. And, most important, it destroys old attitudes 
toward life and work, even as it creates materials for 
a better life. In the less developed areas of the world 
today, the old stabilities are still crumbling as the minds 
of more and more millions are opened to new hopes and 
ambitions. The process of development has brought, 
with its benefits, turmoil and discontent which could 
thwart further development if not threaten the very 
foundations of world order. 

Yet we also know that economic development is neces- 
sary for the kind of world in which people everywhere 
live and grow in peace. We know that the problems 
economic development creates—the turmoil and discon- 
tent, the new hopes and ambitions—can only be made 
manageable with more economic development. The proc- 
ess must go on. It must go on steadily in the less 
developed countries until some new stability is achieved 
which is compatible with the security and welfare of 
people everyw here. 

Let us make no mistake; economic development in 
these countries today is not just a process—it is also an 
idea, a rallying cry for more and more millions who are 
aroused against their traditional poverty. Here is great 
potential for good. If the human energy in the less 
developed countries can be effectively harnessed to con- 
structive economic development, these areas can well 
enjoy an unprecedented rate of growth. 

What is needed to make good the promise of these 
countries is a recognition that there are impartial, dis- 
passionate methods of planning, organizing, and carrying 
out development policy—methods which provide sub- 
stantial insurance that concrete results will be achieved 
and that benefits will be spread broadly among the people. 
If national passions can be tempered enough to give these 
methods a chance to work, the result in terms of world 
peace and prosperity is likely to be very impressive. 

I think there is a growing awareness of the importance 


of objectivity in development policy in the less developed 
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countries today. But a great deal more is needed, and 
to get it we must first clear away several myths which 
becloud development policy. Let me cite a few of these 
myths by way of example. 

First there is the myth that today only governments 
can produce economic growth fast enough and of the 
right character. Let me concede at once that there may 


be no substitute for government in a great many in- 


stances when it comes to getting development off the 
ground. In most of the less developed couniries the 
government has, and probably must have, the primary 
responsibility for providing basic facilities on which 
sustained growth can flourish. But it is a dangerous myth 
to believe that economic development is a matter for 
government alone. The great and growing reservoir of 
human energy in the less developed countries today can- 
not possibly find a constructive outlet if all decisions 
affecting economic growth are left to the state. The 
enthusiasm and potential contribution of every individual 
must be courted in a successful development program. 
And that means leaving a wide area of freedom for in- 
dividuals to follow their own development initiatives and 
encouraging them to do so. 

Then there is the myth that inflation is a handy device 
for making development painless. I am glad to say that 
I think this myth is almost ready for burial. There is a 
growing awareness of how inflation erodes savings, 
destroys the criteria for judging the soundness of invest- 
ment, and plays havoc with a country’s balance of 
payments. 

But it is still difficult to find objective thinking about 
the practical steps needed to combat inflation. Probably 
the hardest decision we in the Bank have to make comes 
when we feel we must suspend lending to a member coun- 
try because we believe inflation is undermining its credit 
and the vitality of its development efforts. Our action is 
almost bound to give rise to acute resentment. I will 
defend to the limit, however, the Bank’s obligation to 
withhold support from governments which fail to deal 
effectively with inflation or with the threat of inflation. 
The myth that inflation is harmless is dying, but we still 
have a long wav to go before it is securely laid to rest. 

Finally, I would like to mention the myth that the 
foreign investor today is merely an up-to-date version 
of the old colonizers. Sometimes I think all our stereo- 
types of foreigners are at least 50 years out of date. 
We tend to believe that, while our own lives are changing, 
the rest of the world is standing still. This kind of myth 
is by no means peculiar to the less developed countries. 

The facts are that today there are not, in my opinion, 
enough foreign investors clamoring at the gates of the 
less developed countries. Those who are established, or 
would like to be established, have changed in their atti- 
tudes and outlook just as have the people of the less 
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developed countries themselves. Certainly, the foreign 
investor wants and is entitled to a fair return on his 
contribution. But I could point to a host of examples to 
prove that the return asked today is far different in 
amount and in character from that which the foreign 
investor took 50 to 100 years ago. 


The danger today is not that the foreign investor 
will ask too much of a developing country, but that the 
developing countries will do too little to attract him. 
Today, the foreign investor cannot go into a country 
unless he is actually wanted by the people of the country. 
By indulging the myth that the private investor is trying 
to force an entry to engage in some sort of evil exploita- 
tion, the less developed countries are cutting themselves 
off from one of the most productive sources of develop- 
ment assistance available to them. The capital and skills 
which the private investor brings with him may not be 
available from anyone else. Particularly, he brings with 
him the skills of industrial management—skills which 
have to be seen in action to be learned. If a country is 
bent on industrializing and having the benefits spread 
broadly among the people, it can do itself no better 
service than to seek out the private investor abroad who 
is willing to risk his capital on the chance of a fair 
return on a successful venture. 

By clearing away myths like these, the leaders of the 
less developed countries will be far along the road to 
the kind of objective attitude which is needed for sus- 
tained, healthy growth. But when I speak of the im- 
portance of objectivity in development policy, I also 
mean disentangling that policy from conflicting short- 
term political aims. We all have to live with our politics. 
The problem is not to insulate development from politics, 
but to distinguish what is good development politics from 
what is bad. And here my remarks apply equally to the 
industrialized countries and the less developed countries. 

For example, no leader in a developing country can 
afford not to set bold development goals; he must be 
responsive to his people. Yet no leader of a developing 
country can afford to set unrealistic goals and then 
disrupt the whole economy by trying to achieve them. 
This is the road to frustration. 

Similarly, in the industrialized countries political 
leaders have a heavy responsibility to distinguish between 
short-term political advantage and the real long-term 
interest of their countries in the economic growth of the 
less developed areas of the world. Despite the existence of 
an unprecedented flow of development assistance out 
of the industrialized countries today, the real self-interest 
of these countries is all too often obscured by a welter of 
short-term political and economic aims. All too often 
development assistance is seen merely as a means of 
buying diplomatic friends or military allies. As a result, 
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all too often development assistance lacks continuity and 
provides an inadequate basis for the advance planning 
of development projects. 

And all too often development assistance is seen merely 
as a means of helping domestic manufacturers, producers, 
and exporters find new business. For example, I have 
mentioned several times on these occasions what I 
regard as the shortsightedness of the indiscriminate use 
of easy credit terms to promote exports. Business gained 
today on these terms is never worth the business lost 
tomorrow if easy credit leads to undermining the capacity 
of the customer to meet his foreign obligations in the 
future. (I might mention, too, that mortgaging future 
foreign exchange earnings for imports for ill-considered 
projects just because something is offered on credit can 
be a very bad bargain for the less developed countries 
as well.) 


I think the industrialized countries would do a useful 
service just by drawing a clear distinction between aid 
for economic purposes and aid for military and othe 
noneconomic purposes. This would at least define the 
real area of their concern for growth in the underdevel- 
oped world for its own sake. It is very much in the self- 
interest of the industrialized countries that they define 
this area of concern clearly. For, as 1 have said, a 
common concern with economic development for its own 
sake is certainly the best hope—possibly it is the only 
hope—of helping the great transformation going on in 
the less developed countries along lines compatible with 


the growth and security of people everywhere. 


In short, the degree of success we have with develop- 
ment in the less developed countries in the years ahead 
will be determined in large part by the success with 
which each country can disentangle its real interest in 
such development from conflicting short-term political 


pressures and policies. 


In the coming years, the Bank’s contribution can be 


increasingly important. The Bank is in a unique position 
to help its members put into effect those measures which 
are needed to achieve sustained, healthy development 


and to provide part of the necessary capital. 


The Bank was originally conceived solely as a financial 
institution. But as it has come to grips with the problems 
of development, it has evolved into a development agency 
which uses its financial resources as but one means of 
helping its members along the whole broad front of 
economic progress. As I see it, the role of the Ban‘: in 
the coming years will be to apply the knowleaze and 
experience it gains to an ever increasing number of 
development problems. I see the Bank becoming a still 
more effective agent for promoting capital flow into the 


less developed countries, and perhaps the most persuasive 


external means of encouraging these countries to adopt 
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policies and attitudes conducive to sound economic 
growth. 


More is involved in this prospect than a continuation 
of economic surveys and loan negotiations. There is a 
continuing need for flexible and imaginative approaches 
to all the problems of development. One such approach 
is the International Finance Corporation, for which we 
in the Bank have high hopes. We are also following 
closely developments in atomic energy, and we are 
exploring carefully the role which the Bank can play 
in assisting the application of this new technique to the 
field of energy. | have already mentioned the progress 
we are making with our Economic Development Institute 
I hope that the Bank will always be in the forefront of 
organizations around the world which are seeking for 
new ways to give tangible effect to the idea of healthy 


economk growth. 


But the Bank can grow only as it continues to receive 
the wholehearted support of its member governments. 
We have had this support in very full measure over the 
past ten years, and I am grateful for and encouraged by 
the many manifestations of good-will that have been 
extended to me personally and to the Bank as an institu- 
tion by all our member governments. The Bank is their 
Bank. It can make its maximum contribution only as its 
members continue to help create the climate and condi- 


tions in which the Bank can operate most effectively. 


I would ask each of our members, therefore, to con- 
sider where its own real long-term interest lies in promot- 
ing this idea of economic development. And then how 
far this real self-interest is jeopardized by policies and 
attitudes which reflect, in some cases, emotional hostilities 
inherited from a past or, in other cases, considerations of 


I would ask 


them, in other words, to decide what they really want. 


short-term political or economic advantage. 


Is it short-term advantage, is it dogma, is it prejudice 


or is it economic growth? 


I pose these questions because I think, without, I hope, 
presumption, that some national self-analysis on this 
subject is in order today. The old slogans have lost a 
lot of their meaning through constant repetition. The 
old reasons for helping others help themselves to better 
their material lot need re-examination and re-articulation. 
| said earlier that I thought that the less developed 
countries today hold, not just the key to the Bank’s 
future, but in large part the key to the future of the 
world. It is because I think this to be true that I ask you 
to consider anew the challenge we all face in promoting 
the kind of sustained, healthy growth that is our common 


objective. 


September 25, 1956 
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Argentina and Viet-Nam Become Fund and Bank Members 


Argentina became a member of the International Mone- 
tary Fund and the International Bank for Reconstruction 
and Development on September 20, and Viet-Nam became 
a member on September 21. The Articles of Agreement 
of the two institutions were signed in Washington on 
behalf of the Government of Argentina by His Excel- 
lency, Dr. Don Adolfo A. Vicchi, Ambassador for 
Argentina in Washington, and on behalf of Viet-Nam by 
His Excellency, Mr. Tran Van Chuong, Ambassador for 
Viet-Nam in Washington. 

Argentina’s quota in the Fund is $150 million, and its 
subscription to the capital stock of the Bank is 1,500 
shares with a total par value of $150 million. The quota 
of Viet-Nam in the Fund is $12.5 million, and its sub- 
scription to the capital stock of the Bank is 125 shares 
with a total par value of $12.5 million. 

Sixty nations are now members of the Fund and of 
the Bank. Admission of Argentina and Viet-Nam 
brought the total of members’ quotas in the Fund to 
$8,918,000,000. The total subscribed capital of the Bank 
is now $9,261,200,000. 

Sources: International Monetary Fund, Press Releases, 


Washington, D.C., September 20 and 21, 1956. 


IBRD Loans to Austria 


The World Bank on September 21 made two loans 
totaling $31 million for electric power expansion in 
Austria. The projects being financed are part of a power 
expansion program being carried out to meet the increas- 
ing demands of Austrian industry and to supply addi- 
tional power for export to neighboring countries. The 
Manufacturers Trust Company participated in the loans, 
without the World Bank’s guarantee, to the total of 


$449,000. This amount represents the first maturity of 
each of the loans. 


One loan, of $21 million, was made for the Ybbs- 
Persenbeug project, a large run-of-the-river hydroelectric 
plant being constructed on the Danube about 80 miles 
up the river from Vienna. This project was started in 
1953 and is being built by the Donaukraftwerke (Danube 
River Power Company). The second loan, for $10 mil- 
lion, will be used for the expansion of two thermal power 
plants, using domestic brown coal for fuel, in south- 
western Austria: one at Voitsberg and the other at St. 
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Andrae. They are being constructed by the Draukraft- 
werke (Drau River Power Company). The coborrower 
in each loan is the Verbundgesellschaft (Austrian Electric 
Power Corporation), a government-owned corporation, 
established in 1947. The Corporation operates most of 
Austria’s high tension transmission system and controls 
the operations of four government-owned power generat- 


ing companies, including the Donaukraftwerke and the 
Draukraftwerke. 


The $21 million loan is for 25 years and bears interest 
of 5 per cent including the statutory 1 per cent commis- 
sion charged by the Bank. Amortization will begin 
January 15, 1960. The $10 million loan is for 20 years, 
bearing interest of 5 per cent. Amortization of this loan 
will begin September 1, 1959. Both loans are guaran- 
teed by the Government of Austria. 


The Bank’s loans will finance about 23.5 per cent of 
the combined cost of the three projects estimated to be 
equivalent to $113 million. About $5.1 million of the 
loans will pay for imported equipment; the remainder 
will be used for expenditures incurred in Austria. 


The Bank has now lent a total equivalent to $53 million 
in Austria for electric power projects which will have a 
combined power generating capacity of 667,000 kilowatts. 
The previous loans were $12 million for the Reisseck- 
Kreuzeck hydroelectric plant in southern Austria from 
which some power will be exported to Italy, and $10 mil- 
lion for the Lunersee plant in western Austria from which 
most of the power will be exported to Germany. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
September 21, 1956. 
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